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Executive summary

Competitiveness of Romanian wood processing industry/NWFP on external markets is
based mainly on the comparative advantage of lower labour costs. Competitiveness was
affected till recently by the regulation of timber prices, restriction on timber trade and
monopolistic position of the national forest administration.

In the last decade the low level of internal consumption of forest products and the
system of selling timber from public estate (NFA and the communal forests) had a high
impact on firm development, particularly for firms from harvesting and primary wood
processing. Before the years 2000 - 2001, the development of the SMEs and of the
associations of the private owners faced difficulties because of lack of public
programmes addressing them. Financial system started only recently to have special
programmes and/or credit lines for SMEs.

The lack of information is one critical factor affecting entrepreneurship, and it concerns
the consumers’ preferences, the forest products and services and the way of procure
them, the public support of innovation or of SMEs development. Secondly, the low
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intensity of trade relationship within the wood gessing chain characterises a weak
vertical integration and networking among the SMEstrepreneurship is limited also

by the weak organisation of internal market forli@nand non-timber products, and by
the lack of aggregation of supply from small-sdalestry. Enterprise should innovate

more and invest in quality, services, and labellihigige potential exist on biomass

production, recreation services, wild berries gatigeand trade. The National Forest

Administration strategy on the market of timber aath wood forest products might be

of central importance in introducing new ideas atichulate entrepreneurship. Enable
policy framework, including extension services, i@ of legal rules, and cross-

sectoral approach of the enterprise developmentrame than necessary for increase
the competitiveness of the forest sector.

Research is needed for a better knowledge on thsucaption/marketing of forest
products and on the timber flow; on the forestrptabution to the rural development;
on the expectations and needs of private ownerseaodomic agents upon the policy-
decision makers; on the social, cultural and ecoooralue of NWFPS. At the firm
level, there is weak probability that the reseatelielopment expenditure would
increase in short term.

The apparently stabilisation of industrial struetat the regional level may open the
possibility in the middle term for clustering amat increasing the networking among
the SMEs. However, it has to be stressed herethiststructure might be probably
different if the rules of selling timber from publiorests were changed. Positive signs
of development are found on the upper level of w@odcessing chain (furniture
industry, dwellings) where the short term foregaghe diversification of products and
maintaining of external markets. The expected gnovar the next decade would
increase the domestic consumption of forest pragiud®mand for forest recreational
services is likely to increase, so do the possigilifor entrepreneurship.

1. Consumption
1.1. State of the art and historical development

Macroeconomic stabilisation, privatisation of stataterprises and alteration of
ownership structure on land and forestland hastitotes] the institutional context of
activities in Romanian forest sector since 1990 Tansition to the market economy
generated a decade of economical contraction. ltiomg being under the 1990’ level,
the GDP started to grow only in 2000. In 2003, @BP recorded a 4.9% growth
compared with 2002.

Consumer prices indices show that the final consiommf household remained under
the 1990’ level, but started to increase since 1992003, the final total consumption
has grown by 6.9% comparing with 2002. The finahstomption for the first six
months of the year 2004 was with 8.8% higher coegbavith the same period of year
2003, while the households net final consumpti@ngased by 9.0%.

In the case of sylviculture and logging activitiélse production and the intermediate
consumption decreasing since 1990 were stabilised short period in 1994-1996 but
they have been continuously growing since 1999.tRersame period, the production
and the intermediate consumption in the wood pmingsindustries increased. The
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level of annual indices indicates a stronger ingirea trend in the wood processing
industries than in the case of sylviculture andjlog.

Concerning the forest products, a particular lotermal demand existed for furniture.
Thus in 2001, the furniture and dwelling maintereaaccounted for 2.9% of the total
expenditure of the households, while the food peteltepresented 52%. The recreation
and culture represented 3.6%. Although informatexst on the production and
consumption of forest products and services (Nati@tatistical accounts, available on
Internet), there are no studies providing qualigxplanations, except those relaying
on the truism of economic collapse after the fat@mmand and control economy.

1.2. Forest products’ and services consumption

The apparent consumption of roundwood and sawnwismieased compared to the
first years after the fall of command economy. Tieduction might be explained by the
restructuring of industry, but also by the reducofgthe annual allowable cut. The
fuelwood consumption had been increased by alm@8%lfor a short period (1996-
1998). The high share of rural population and tee af timber as source of energy
make the fuelwood consumption sensitive to climaticditions in wintertime.

The National Institute for Wood forecasts for 2084d 2005 an increased apparent
consumption of coniferous sawnlogs of 4%, and 13man-coniferous, while the
apparent consumption for wood residues, chips amticfes would grow up by 14%
(National Institute for Wood, 2004). The total apgrd consumption of sawnlogs and
other roundwood for industrial purposes would beuad 10.7 million cubic meters for
2004. For the same year, the apparent consumpfidnettvood would be 3 million
cubic meters.

The share of intermediate consumption in the vafugroduction is 40% in the case of
wood processing industry compared with 65% for tb&l industry. The index of

intermediate consumption shows that the intensityredationship between wood

processing industry and furniture is three timaghar than the intensity of relationship
between the wood processing industry and the aatgin branch, or trade.

That means that the wood processing industry i®ldped in a classical wood-chain
concept (logging — primary timber processing — itume), with little product

diversification, oriented rather towards externabde than towards internal
consumption.

There is lack of information on non-wood forest ¢guwots. The available pictures
concern only the production from forest managedhaynational forest administration,
which is mainly sold on external markets (detailsthe part 4). Picking berries and
mushrooms is a source of income and/or food forgeicategories of rural population.
There are no information regarding the consumptibforest products and services. In
general, the expenditure for services (includingidnag, electricity, gas and water,
considerably high for those living in the urban agreceomprises 19.4% from the
household expenditures in the case of unemployegdl@eand retired persons, 7.9% in
the case of farmers, and 24% in the case of thdogegs. The share of household
expenditure for leisure and culture in the totahsztamption expenditure is only 3.6%,
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being the higher for the category of employees%?.6omparing with farmers (1.7%).
The trend was positive, in 1997 consumption of ises/was 19% in the household
expenditure, and increased to 27% in 2001. The eunab enterprises providing
services for the population was stable in 1998-20@iile the number of enterprises
providing services for firms sharply increasedha same period.
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Source: TBFRA, 2000.

Figure 1. Apparent consumption for roundwood, saaeavand fuelwood, in Romania,
cubic meters

1.3. Market demand for forest related products andservices by urban population

There are few market surveys, except some privat@ative which are not publicly
available. There is certainly demand for recreai@ervice as looking to the traditional
practices such the picnic in forests or mushrooatbaging. Nevertheless, there is no
information available on this demand. Although thestem of forest classification
(within the forest management planning) assignseggimonal functions to a certain area
of forests around localities, often these forestgehnot the necessary infrastructure to
really provide recreational services.

1.4. Main problems and research questions in consystion for enterprise
development

The relative poverty in the country and especitily poverty in the rural area lead to
the situation of low internal demand for forestgurots with high value added, and for
services. The share of self-consumption is highnimm-wood forest products and for
timber coming from small-scale forestry.

The consumption is oriented to “basic” and “claaBidorest products — roundwood,
fuelwood, sawnwood. Nevertheless, small and meddmterprises started to propose
products for specific demands, e.g. small woodagets for holidays or gardens, office
furniture, garden furniture. Roundwood is tradiatipy used to build the houses
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especially in the mountain region, but new woodytenals started to be used in
housing the latest years. The sector of buildirags iocrease in the future the demand
for wood products, as looking to the trend of bimddsector contribution to the GDP, or
to the number of dwellings. Thus the sector of gdnetated buildings with an estimated
production in 2002 of 40 thousand units, registarethe first half of the year 2003 a
production growth by 66% and of export by 37.3%e Trend continued, thus during
the period T January—3% July 2004 the furniture and the prefabricated whodses
achieved a total export of 523.3 million euro, emth 19.8% more than in the same
period of the previous year, representing 4.8% ftioenaggregate Romanian export.

The trade chain for forest products is underdeerlof-or example, forest berries from
internal production appeared only recently on tingesmarkets and there is still a lack
of shopping points for basic wood materials. Theavéor rural buildings (e.g. fences)

are not easy to find everywhere, except at theymedor on markets organised weakly
in the villages. The same for fuelwood, which isu@lot rather directly in the forests,

while residues from timber processing industriele &b be used as fuelwood cannot be
find on the market, but only at the producer. Tdeklof information, certitude and trade
chains for basic wood materials induces costshHerfinal consumers and maintains the
internal timber market underdeveloped.

Research is needed for a better knowledge on thgucaption of forest products. There
is a need also to understand in what extent theléoel of internal demand on wood
and services is not due to the lack of facilitiestionber procurement/timber flow and
information on the supply rather than on the loweleof house budget, as far as timber,
and basic timber products (e.g. fences, residuabdr for rural buildings) have
competitive prices compared with substitute mal®ria

The fuelwood needs a particular attention, becalis®st nothing is done in order to
improve the efficiency of using wood for energy poses, in private houses or in the
public domain.

Annex A: Organisations studying forest products’ casumption and main
publications and information sources.

The research is carried out within the Nationatitate for Wood (INL), the National
Institute for Forest Research and Forest Manageikamning (ICAS) and within the
forest faculties.

There are several forest faculties or forest depamts in the country: Brasov (faculty)
Suceava (faculty), Oradea (department), Cluj Nap(epartment) and Timisoara
(department). The number of permanent teachinfj\saks from 59 in Brasov to 14 in
Timisoara. Very few of them are involved in foresbnomics research.

There is little information on consumption of therdst products. The research
institutions paid attention almost exclusively ke tforest taxation, forest pricing and
forest industry transformation during the transitperiod. Valuable information may be
found on the annual national reports commissionedhfe UNECE Timber Committee
by the National Institute of Wood.
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2. Small-scale forestry practises
2.1. State of the art in research

Private forestry is a relatively new, but importasdéue of forest policy in Romania.
However, it is not a topic of interests for natibfiarest research. There are several
explanations of this situation. For long time, the had been refusing to recognise the
situation of private forestry as a particular omepromoting the same rules of forest
management in public and in private forests. Howetlee main reasons consist in the
lack of staff trained in socio-economics and theklaf knowledge and know-how on
socio-economics theories applied in forestry. Sctoelies were done by the National
Institute for Forest Research (ICAS) in order tqiove the knowledge on private
forests distribution, species composition, forestks, and unauthorised clear-cutting of
stands (Annex B). Universities and internationa@amisations provided also some few
studies on small-scale forestry issue.

2.2. Small-scale forest holding and historical del@ment

In 1948 before the nationalisation, two thirds @infianian forests were in private hands
having an average size of ownership above 3 hainuhe communist period all
forests were State forests (Table 1).

The restitution of forests started in 1991 andlde®en done in two wakes. In a first stage
(1991-1999) the area to be given back to the forprerate owners was limited at

maximum one hectare. In the second stage, stant&D00, the maximum of forest

properties to be given back was increased at 10That has for result a scattered
situation of forest holdings. The structure of ovamgp today is 70% State, 13%

communes, 8% forest communities, 1% different fastins (churches, schools), 8%
private individuals. All forests transferred arggovally forestlands, not plantations.

Table 1. Ownership structure and evolution of agenarivate estates (ha)

1947 1990 1998 2000 2003 %
Total forested area 6,487,0006,372,000 6,367,000 6,367,000 6,367,000 100
Public forests 1,878,723 6,372,000 6,028,000 5,998,784 4,443,700 69.8
Private forests (individuals) 1,514,486 - 339,000 343,754 499530 7.8
Average area of private forests 3.1 - 0.6 0.56 0.68 -
Forests of different institutions 567,399 - - - 72,999 1.1
Forests of the communities 1,330,120 - - - 522,808 8.3
Forests of the communes 1,412,972 - - - 827,963 13

Sources: Machedon et alii, 1999; RNP, monthly binljeMinistry of Agriculture, Forests, Water and
Environment

The number of owners is not known. What the stasistecord as “owner” (Table 2.)
means in fact the former owner, in excluding thergual transmission of property to
his heirs-at-law. There is no information on themimer of plots composing the
ownership. That is likely that the average aretoadst holdings is less than one hectare
for private owners According to a study from 1990% of private owners hold less
than 0.3 ha of forests.
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Table 2. Average area and number of forest holdings

Total surface Number of Average area -ha
ha owners

Private forests (individuals) — law 344,277 503,654 0.68
18/1991
Private forests (individuals) — law 359,007 229,696 1.56
1/2000
Total forest of individuals 499,530 700,000* 1.00
Forests of different institutions 72,999 4,158 575
Forests of the communities 522,808 1,506 347.15
Forests of the communes 827,963 1,629 508.26
*. Estimation

The forests hold by the different institutions (@els, churches) still belong to the
small-scale forest category because the maximunsfeered to these entities was 30
ha. The majority of communes and forest communiti@®perties can not be

characterised, in the Romanian context, as “snealles$ forestry.

The restitution of forests is completed at 97% niayas. Particular for Romanian case
was the “two wakes” restitution, made by two difflet laws, in 1991 and in 2000,
which increased the scattered structure of prif@tests. For example, if someone had
10 ha of forests before the war, the first wakeestitution gave him back one hectare,
and the remaining 9 hectares were been split betvatker neighbouring former
owners. When the second restitution law came irf©260ecognise the ownership up to
10 hectares, the owner remained with one hectatleeiriirst location and received the
other 9 hectares somewhere else.

In some counties (Bistrita), private forests becaheedominant ownership form. That
should influence locally and in short term the netfior roundwood and sawnwood.

2.3. Small-scale forestry practices

The studying of private forests and private foresdronly of recent date. A survey on
private owners’ attitudes and behaviour was don&0A0 in the north part of the
country (counties Suceava, Neamt and Botosarappears that the main preoccupation
of private owners was to defend the woodland agdinger robbery, rather than to
comply with the forest management plan or the forrabes for forest management.
Most of them acknowledged that they were harvestimg or three times the official
allowed quota. For 25% of them the forest repressariegacy for children, while 8% of
owners are effectively pronouncing for the prestoveof forests. The main expectation
of owners is that the State must provide the ptmie®f forests against illegal cutting,
and provide training on forestry (Bouriaud, 2001).

The forestry practices are formally submitted te same rules than those implemented
in public forests. High harvesting age, large sfegoundwood, small areas for clear
cuttings and natural regeneration are preferred A&rvesting of trees is subject of
marking with a forest hammer by a forest officialten being a representative of the
National Forest Administration. In forests with@utorest management plan (that is the
case of almost all individuals’ forests), the hatugy is based on an official quota
established per hectare and per year. A usual wdggally exceed this quota when
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marking is to declare that trees have to be hagdesss “sanitation cutting”. This
explains why the volume harvested as final cuttirag inferior to the planned volume,
while the sanitation cuttings exceeded the estonat{Table 3).

Table 3. The partition of harvested volume in pieviorests (1990-1999)

Type of sylvicultural Volume to extract  Allowable cut  Volume marked for ~ Realisation of
intervention 1000 n? extraction planned crop
myear/ha 1000 n? %
Final cutting 2,648.5 0.79 873.0 34
Conservation cuttings 156.7 0.05 71.2 45
Selection 259.5 0.08 88.1 34
Thinning 1,813.5 0.54 861.2 47
Sanitation cuttings 2,175.1 0.65 3,034.2 139
Total 7,053.3 211 4,927.8 70

Source: MAPPM-RNP-ICAS, 1999

The share of harvests from the private forestshan tbtal harvested volume in the

country was between 4 and 10% in the period 19®-40able 4). Based on it, one

may estimate the contribution of private forestrthie national GDP as being less than
0.06%. The contribution of small-scale forestry niagrease up to 0.20% of the GDP
when the restitution process would be ended. Inyba 2004, the volume to be

harvested from private sector attained 16.7% frbentbtal volume (annual allowable

cut), and it will be slightly increasing in 200518.2%. Nevertheless, most of the small-
scale forestry production would be self-consumedtfe household needs.

Table 4. Volumes harvested in small-scale forests

Year Volume harvested in Total harvested volume  Contribution of private
private forests forests in the total
1000 n? 1000 n? harvests
%

1993 559.9 13,590.7 4.1

1994 552.3 12,897.9 4.3

1995 628.6 13,768.6 4.6

1996 984.7 14,755.8 6.7

1997 1,240.6 14,452.3 8.6
1998 1,138.9 12,598.6 9.0
1999 1,202.1 13,692.8 8.8
2000 1,309.6 14,232.7 9.2
2001 665.5 13,375.1 5.0
2004* 3,000.0 18,000.0 16.7
2005* 3,500.0 18,200.0 19.2
*forecast

Source: National Forest Administration, InternalpBe; Governmental ordinances for approving the
annual allowable cut

Forest owners, institutions and forest communities free to choose the way to sell
timber. The communes have to respect the same dileglling timber than those

applied in forests managed by the National Foréstimistration (obligation introduced

by governmental ordinance n. 85/2004), e.g. theydliged to organise auctions for
selling timber. Timber is sold on stand to the leating companies, also on forest road.
Romania was one of the first transition countriesEurope to introduce an auction
system for allocating harvesting rights for stagdiimber (stumpage) in public forests
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(1995). The auctions involve small tracts of folasd that must be harvested within a
short period, typically less than one year from diage of the sale. In the individuals’
forests, the family/friends work is the main waydat and transport timber at home.
When the volumes are important, the owners conclaiangements with private
contractors. Nevertheless, the final cuttings atedone systematically, which might be
a first sign of forest abandonment in middle tefRegarding the non wood forest
products, one may estimate their economic impodascbeing neutral. On the hand the
non-wood forest products are free of access; orother hand, when harvested by the
forest owner there are almost exclusively for thadehold needs, not for market.

The constitution of forest associations is in pesgt During the last decade, the
association of private owners has been motivatechted to ensure protection against
timber theft rather than by the need to organisengelves the forest works. Thus, in
1997, some 15% of private owners have been orgaimiserder to fight against timber
robbery (Giurgiu and Popescu, 1997). The firstgmevstructure for the management of
the private forests was established in April 20Bace then, a number of 118 private
forest districts (ocoale silvice) were created byaie owners, individuals, communities
or communes. These private structures manage nad Z004) 528,326 ha, which
represents one third of private forests area. Olfethousand ha private forests of
individuals were managed by the National Forest #istration (NFA) through
contracts. Around 200 thousand forests of commesitvere in the NFA management
as well. Beside that, the NFA concluded contractth wndividuals for providing
guarding services against timber robbery on 55 ghnds ha (19,508 private forest
owners).

Successful experiences of association appeared ¥drest officials from the NFA
were actively involved in the local communitiesfeliand organised meetings and
workshops with people. The results of the surventinaed above show that where the
forest officials were involved in the process of@sating, the owners become more
likely to participate in to local policy processasd they were more likely to ask about
extension services.

2.4. Policy framework and production conditions

The core idea of policy system is that the foréstge to be managed according to the

same rules irrespective to the form of ownershipe Ppolicy framework is represented

mainly by regulatory means, amongst which the fofew and the governmental

regulation take a central place. Law implementaiioprivate forests is monitored by a

forest inspection. The forest management has feeotshree main categories of duties:

» the conservation of forested areas, which consdtsprohibiting irregular
deforestation, harvesting less than the annualement, and an obligation to
regenerate the forest after clear felling or natdamage;

» the preservation and the improvement of forestdstamality, which consists of
undertaking measures to prevent and combat pestgdigeases, restrict grazing
activities, and undertake sylvicultural operatisnsh as selection or thinning;

» the compliance with a (simplified) forest managety@an.
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According to the Romanian forest law the owners whaceeded to afforestation of
agricultural land have the possibility to choose thles of management to apply. The
plantations made on agricultural land are not stieohito the same rules of
management than the forests. The Law 141/2001 ekefpveral categories of activities
eligible for annual funding from the central budget for free technical assistance
provided by the NFA. However, during the last dec#uke state support for the non-
state forests has been extremely limited, e.g. sivege seedlings and some technical
advice for afforestation works. Despite the legabvisions, there are no effective
financial incentives able to influence the managerbehaviour.

The last years saw the development of several spnajects supporting directly or
indirectly the local associations of private forestners and providing them some
extension services, funded by international dormr$oreign governmental agencies.
The main governmental institution in charge witle thrivate forestry issue is the
Ministry of Agriculture, Forests and Rural Developmh The Forest Inspectorates,
which role is to monitor the law implementatione aresently under the structure of the
National Guard for Environment. There is little titgional co-ordination between the
sector-based agencies and organisation, e.g. NEAo#mer governmental agencies
relevant for the forest sector, such the Nationgercy for Rural Development, the
National Agency for Mountainous Areas or the RegloDirections for Agriculture.
Providing extension services is in the charge efNational Forest Administration and
of the Forest Inspectorates. Their efficiency wiitis respect is hampered by the lack of
funding, staff and training.

The Association of Private Forest Owners (APPR)aisnational level umbrella

organisation established in 1998 representingattgories of private forest owners in

Romania. It is a registered non-governmental, nafitplegal entity and its funding

comes from membership fees and sponsorship. By 2008 its membership included

23 regional branches with about 300 local and gow@sisociations, communes, and

town halls and circa 90 individual members. Accogdito its Executive President

statement (June, 2003) it is estimated that APRIResents through its membership

more than 1 million forest owners and members efuhdivided common ownership

entities owning about 900 thousand ha. The APPRis mims are:

* representing private forest owners at the natiandlinternational level;

e promoting the awareness of forest ownership;

e supporting the understanding of forest legislation,particular the rights and
responsibilities of private owners;

» providing support for members at local level in afipects of sustainable forest
management.

Despite its strategic role, APPR started to becaatwe in the Romanian forestry arena
only recently and major efforts to improve its cg@nal activities have only been

recorded in the second part of the year 2003. dleeaf the APPR as active provider of
extension and information services is likely toremse in the frame of the external
funded “Forestry Development Programme” launcheddkest year.
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2.5. Summary: Supporting and limiting factors for enterprise development in
small-scale forestry and barriers to entrepreneursip

The small scale forestry may potentially have a gxéw influence in forest economy,

as far as the area covered by this category rapsespproximately 800,000 ha on a
total of 6 million ha. Two main problems exist ontrepreneurship in small scale
forestry: the problem of property rights, and thehtem of association in order to

realise scale economies.

Securing the property rights was the major probtdrthe last decade, e.g. clarify the

ownership in the restitution process or in the @and fight against timber thefts. The

National Forest Administration started at the ehthtest year (2003) to sign contracts

for ensuring the forest guarding in private forestendividuals (50,000 thousand ha at

the end of September 2004, or 7% of the area gbamk to the former owners).

Association of owners is in progress, and will aome on the “core” example of

communities and communes which manage themselegsftinests. Examples already

exist among the recently created private structiusdsch have been able to certified
forests, or to find external sources for financfogest activities. The management of
human resources is of greatest importance for ¢ladyncreated management structures.

Impediments to entrepreneurship are represented by:

« Some few examples illustrate the policy framewoflkfarestry in Romania. Not
only the forestry activities are strongly regulatbdt also the timber market. Most
barriers for entrepreneurship exist at the level rafv material procurement.
Particularly on a market dominated by the supplyiog from the public forests;

» the low exclusivity of rights on non-wood foresbgucts (berries, mushrooms) and
activities (hunting);

» the lack of training on economics, management aaxketing;

» the lack of resources for extension services amathifrg, including the slow
implementation of forest expertise and consulting;

» the difficult functioning of forestland market.

The slow delivering of the official property engithents still hampers the transmission
of forest properties on land market. Nevertheless innovative management style can
make the private forest enterprise viable from aonemic viewpoint. These
innovations concern the certification of forestgd®a in one private forest district (for
Forest District Nruja, with an area of 20,000 ha, certified by Smadd) and in
progress for other three (National Institute for &Ip 2004), and the success in
obtaining international donors funds for naturesssmation.
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Annex B: Organisations studying small-scale foresyr and main publications and
information sources.

The main research institution is the ICAS — theidetl Institute for Forest Research
and Forest Management Planning. The institutiomesgmts an autonomous branch of
the NFA.

Research activities are provided also by the Usities but few things are done
specifically for private owners.

The Ministry of Agriculture, Forest, and Rural Déy@ment organised some courses in
several departments for informing and training aevforest owners with support from
a NGO. For most representative research see talde/b

Table 5. Studies on small-scale forest issue

Author Year Title Main information or
contribution
Popescu and 1997 Contribdi  la cunoaterea  @durilor Structures of private
Giurgiu particulare din Roménia forests
Bouriaud 1997 Aspecte ale constituirii  proptigt Historical development of
forestiere private Thn Romania private rights on forests
RNP-ICAS 1999 Studiu — inventariere d@dprilor private Structural description of

privind  compodzia,  Vvarsta, stareaprivate forests
fitosanitak si posibilititile de recoltare de
magi lemnoas

MAPPM-RNP- 1999 Studiu privind volumul de material lemnoPotential of harvests in

ICAS de recoltat din fdurile private private forests

RNP-ICAS 1999 Studii complexe de fundamentare Eaolution of harvesting in
soluiilor de gospodrire a pdurilor private forests in the
proprietate privdt din Romania period 1990-2000

INDUFOR/ECO 2001 Implication of land restitution grams on Features of land

achieving WB/WWF alliance targets inrestitution, consequences
Eastern Europe and the Central Asiaon economic efficiency
Region. Country case study. Romania

Bouriaud 2001 Sustainable forest management: with Qurvey on owners
without privately owned forests? Aattitudes and motivations
Romanian case survey. on cutting issue
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3. Wood-processing industries
3.1. State of the art and historical development

The main processes influencing timber industry tiguaent in the last decade were:

* The privatisation of public enterprises. All woodopessing industries were in
public ownership before 1990. Although private srimave been early established in
harvesting and in primary wood processing, theeStatnership still prevailed until
1997.

* The liberalisation of foreign trade and the regolatof quantities and timber
products allowed for the exportation. The evolutddiRomanian forest industry was
influenced by the external market demand, espgcfall the sawnwood and the
furniture, but also by the regulation of the foreigade. Thus, the export of the
sawnwood was controlled by quantities until 1998] the export of the roundwood
allowed was prohibited till 1999.

* The public regulation on the timber procuremente Tlgulation concerned the
annual allowable cut, the setting of the reservecegor timber sold on stand and
the procedures of selling timber from public fosesthus, the annual allowable cut
has been reduced drastically after 1990 e.g. fremillion cubic meters per year at
13 million cubic meters per year. Beside that, theest sector faced important
changes on the way of setting timber prices. Ut#94, the reserved price was
agreed at the central level by the national foegshinistration and the harvesting
companies. Since 1995, the introduction of aucasncompulsory way of selling
timber from public forests completely changed theeplevel and structure, but also
the relationship between the contractors and thiedr supplier.

At present, market regulation is the main mechan@mimber pricing, and the
production of timber industries follows the markleimands, not the planned indicators
as in the command and control economy.

The first sector emerging from a decade of econarnisis (1990 - 2000) was the

furniture sector, which has been recording a comnsdavelopment since 1994 by re-
orientation of capacities according to the new ratvkand by a sustained effort to
modernise. The production of the furniture indugixgeeded in 1998 the level recorded
in the year 1990, and is still keeping the incnegdrend, e.g. the total turnover of the
furniture industry growth up by 9.6% in the firgnsester of the 2004 compared with
2003.

After a decade of difficulties, where the publiclipes aimed at improving the
efficiency of timber industry by means of restruation, privatisation, regulation of
foreign trade and raw material procurement, theeeracent signs proving a policy of
modernisation, diversification of products and gitowf high value added products.
The factors that induced this evolution were theiffn investments which occurred the
latest three years, the growing of building seaod the stabilisation of external
markets. The exports of forest products accoumte2DD0 for 10% of the total value of
Romanian exports. In 2003, the furniture industnd @he wood housing industry
accounted for 4.8% of the total Romanian exporserntheless, the high share of export
in the furniture industry is associated to a higare of unprofitable firms. In the year
1998, when the export represented 60% of the fumiturnover, only 47% of the
enterprises were profitable (Boscaiu and Mazil@190
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3.2. Wood processing industries

Before 1990 only 244 large companies existed ircthentry for wood processing, pulp
and paper and furniture. The companies were spliaitilitate their control and to be
more attractive for privatisation. For example, thain company for harvesting has
been split in 1993 in three regional enterpriségntin 17 enterprises, and then
submitted to privatisation which finished in 19%8uring this time, the SMEs were set
up with private capital mainly for the productiohsawn timber and building materials.
In the last period, private capital has been ireestlso in furniture and the production
of pulp and paper. Consequently, the configuratbmhe forest sector is completely
different from 1990 (Table 6).

Table 6. Number of companies from forest sectot,980 and in 2002

1990 2002 From which
Large Medium Small
Wood processing industry 107 5235 65 245 4925
Furniture 114 2965 180 1225 1560
Pulp and paper 23 434 26 119 289
Total 244 8634 271 1589 6774

Source: National Institute for Statistics

There are more than 5,000 companies in the wootkpsing industry, from which only
65 are large companies (Figure 1). This sectot #9a8% private. The total number of
the employees in wood processing industry is o#@Baut of the total number of the
employees on the industry sector. In the furniindeistry, the number of companies is
around 2,900, from which 2,785 are small and medgired companies, mostly
founded after the 90’s.

In 2002 the furniture exported for 441 million doB, and represented:
e 2.1% of the volume of the industrial production;

*  4.4% of the total volume of the export;

*  4.9% of the number of employees that work in thtgirial sector.

Regarding the gross value added, at the leveleoyélar 1998, it was:
« sawnwood, coniferous: 692 thousand lei p2(68 US$);

« sawnwood, beach and oak: 1200 thousand lei pgro® US$);

« MDF: 733 thousand lei perh66 US$);

« Pulp: 165 thousand lei pefrtl5 US$);

« Paper: 1263 thousand lei pet (1 US$).

The furniture industry is strongly oriented towamgort. Thus, in the period 1992-
2003, the value of furniture export was betweemid@® 86% of the value of production,
and represented between 5 and 10% of the total Riamaxports. Furniture export has
grown up in the first half of 2004 by 20.4% comphvéth the latest year, but remained
under the level of the year 2002, with only 419lioml euro. The import increased for
the same period by 14.6%, the value being 63 milearo. The main export markets
were as usual Italy, France, Germany, Austria,dtal| and United States. EU countries
import from Romania furniture for living room (2247in total furniture import), chairs
(19.7%), and furniture for bedroom. The Figures % {source: National Statistic
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Institute, 2003) show the evolution of companies di¥e, number of employees,
turnover, and form of ownership. The data are lfer period 1998 (or 1996) to 2001.
The number of firms with the number of employeesiposed between 50 and 99 was
constant, while the number of SMEs was continuotising. They represent more than
95% in the total number of firms from the wood mssing industries (Figure 2), and
38% of the number of employees (in 2001). The ewmiuof SMEs turnover is
noteworthy, from 85 million euro in 1996 to 339 eun 2001. However, it represents
only 40% of the total turnover of the wood procegsndustry, and less than 30% from
the wood processing industry exports. The publigul@ion of export presents
importance to understand the evolution of foresta@e Before 1989, all export/import
activities were planned and executed by a statergnge specialised in this activity.
From 1990 to 1997, it was not possible to expoyt mugh material (logs for pulp or
roundwood). Only the export of processed forestipets (e.g., lumber) was allowed,
on the basis of a quota system. Difficult to impégrand to control, this system was
replaced in 1998 by a license system, the licersegbrequired “only for statistical
purposes”. This opened the external market forfakkst enterprises. The value of
exports of wood processing industry almost doubtedhree years only: from 127
million euro in 1998 to 249 million euro in 2001igbre 5). The turnover was the same
evolution, from 288 million euro in 1998 to 485 hah euro in 2001 (an increase of
70%). There is to remark that the prohibition ofpesting rough timber material
(roundwood) did not lead to an increase of locahiture production. During the time
while the rough timber export was prohibited, tipat of furniture decreased and the
domestic production of furniture decreased as (iRkss release, 24.04. 2002).

Firms with: Number of companies in

5099 empl fidhgt X
IS0 itip oy e wood processing industries
| 100-249 employees .
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1998 1999 2000 2001
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00 s oo |
3000 ’ |
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1000 1 T
1] % +— == L 2L —_— E—— =r =
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Figure 2. Number of companies in wood processidgstries
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Fitins with: Number of employees in
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Figure 3. Number of employees in wood processidgsiries

E‘;’;Z;";m;mm Turnover in wood processing industrie
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Figure 4. Turnover in wood processing industries
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Figure 5. Exports in wood processing industries

The total foreign investment for the period 199®@99vas 815 million dollars. There

are regional differences regarding the timber magkel the regional competition in

primary wood processing industry. In the highlyefsted departments from the North
part of the country is characterised by strong cetitipn, great number of firms, and
high investment level. The Western part of courgrgsents weak competition, low
demand for timber product, but very specialisedn&alivision of NFA experienced

international auction system for selling high gtyaliogs and proved to have an
aggressive marketing strategy to promote their @éimf@hird, the South part of the
country is characterised by low demand, low foresburce, weak competition, and a
structure of forest enterprises similar to thasemng before the privatisation.

The regional differences concerning the wood prtdnare illustrated in the Figure 6.
One may see that the wood production has an inogéa®nd in Northeast, South and
West, while in central part, Southeast and North#wes production is rather stabilised.
This is related with the windfalls from 2001 in Nurbut also with the changes in
ownership. Changes in ownership were importantpumties like Bistrita or Brasov the
State is not anymore the main forest owner.

Acta Silv. Ling. Hung. Special Edition 2005



Romania 661

Cas W 1590 @2000 02001 @20032
Hord-West

West : .

Sonth : J

South-East g

North - East | T

$
0 10000000 20000000 30000000 40000000 50000000 40000000 70000000

Figure 6. The contribution of the production of wiqmocessing industries in the
regional economy

The small logging enterprises are important for theal development. In 2002 the
National Institute of Statistic recorded a numberl®84 familial logging associations
which harvested 280,299%nThe harvested volume per hectare varied betweb401
m°. A number of 2500 companies harvested 7.3 millioh and one million i has
been harvested by the three ruling companies thaircated the market (i.e. Forestar,
Euroforest and Romanel), the latter harvesting @D,67 of salvage caused by the
windfalls and wind throws.

There are no studies regarding the entrepreneurtshipre in the forest sector. The
forest sector was dominated in early transition a8 a market economy by an
exclusivist and elitist criteria in establishingade partnership, which may be
summarised by an often heard formula: “only a feme&nows how harvest a forest”.

The non-foresters and the private contractors Hmeen discriminated for the access
upon the raw material resource. According to tipeagentatives from small companies,
intimidating strategies might be recorded agaim&nt during the auctions, or the
situation is that they are strongly dependent agelafirm services regarding the

information on market or even the contracts fofirsgltheir products. Opinions exist

(Tobescu, www.forestry.ro) that the corruption tRatmania faced and is still facing

and the uncertainty on the rule of game shaped different organisational culture

within the firms of forestry sector: on the hartgre are the firms which tried to benefit
from the possibilities to free-ride the system, gdoidities located along the whole

production chain, from the marking of timber in floeests to the tax evasion, involving
payment of the bribes and the collusion in timbgsti®n; and on the other hand, there
are the firms acting as the competition were fair.

3.3. Wood processing industries practices

Current small and medium scale wood processingsimiéts practices:

e ownership characteristics:
Amongst the large companies (more than 50 empldyeal/ nine remained in
public ownership, the others 298 being private. $tmall companies are all of
them in private ownership.
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* the share of wood used by SMEs in wood processtgof the total wood
harvesting)

The SMEs harvested in 2002 more than 8 million cubéters from a total of 12
million that means approx. 70%. There is no infaioraabout the wood chain
flow. In the survey undertaken by the National itog¢ of Statistics in 2003,
amongst the 1693 respondent firms, 61% of them qifths) practised both
harvesting activities and wood processing actisitrehile 39% of them (663
firms) only had harvesting activities.

» trade characteristics (raw material import, prodaxgort flows)
The wood processing industry is a net “exporter” reundwood, sawnwood,
plywood, and fibreboard.

» the share of harvesting done by wood contractoosdvweontracting practices
The system of the annual allowable cut is desigireth distinguish between the
industry needs, the population needs (mostly thal rpopulation needs on
firewood and timber for construction) and the NA#ae, which is the volume
that the NFA will harvest by itself. The timberssld on stands, little percentage
of timber sales being done as cut logs. Thus thedwamntractors are also the
wood buyers. They harvest and buy approximatebethinirds (70%) of the total
harvested volume in the country that is the tintbelbe harvested for industrial
purposes (Figure 7). The wood contractors mighaldo some harvests on the
volume reserved for the population’ needs.

* technical characteristics of production/competitioges
There is generally acknowledged that technologiebs equipments are too old
(80% are more than 20 years old). Little attent®opaid to the management of
quality. Representative of the forest industry askiedged that the export
advantage of Romanian forest products is exclugigelen by the low labour
costs. In 1995, 3.85% of the total harvested volirag been utilised for new
products. The percentage decreased to 0.66% in 2000

3
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Figure 7. The share of harvesting according tarthen destination of wood
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* management (e.g.: family enterprises, joint enieegr ..., stock companies)
The National Institute of Statistic accounted a hamof 2246 firms with
activities in wood harvesting, from which 1939 wesecieties with limited
responsibility, 81 shared-stock companies, 148 lfaagsociations (enterprises),
35 others, and 43 represented NFA units.

» general educational background, owner and stafinfoomation about.

3.4. Policy framework and production conditions

There are three trade associations that offici@hresent most of the forest logging and
wood industry operators: the Association of Romankoresters (ASFOR), which
includes the great majority of the logging, trarm$@nd primary processing operators;
the Association of Romanian Furniture ProducersMRp, which includes the furniture
and other wood industry operators; and the Assocaif Romanian Pulp and Paper
Producers (ROMPAP), which includes the pulp andepapdustry operators. The
objective of these trade associations is to repteseembers’ interests to the official
authorities. The main source of funding is an ahfea paid by members. The three
organisations are involved in most of the politinagotiations related with the timber
trade.

The formal policy framework of wood processing istties are composed by all
regulations industry-related, and by several fesestor based regulations which
address the issue of timber selling and the isgtleeacontrol of timber flow as measure
to fight against illegal logging and illegal tradéhe industry-related policies focus the
latest years on the development of small and medsime enterprises, on the
introduction of innovation and entrepreneurship, dmange on technologies, on
adopting common quality standards and accountistesys, etc. Several governmental
programmes are running: in 2002 and 2003 thesergmoges financed 3200 projects,
and contributed to the creation of 1300 places ofkwior young researchers in R&D
institutions.

A special program has been launched by the locair®ler for Industry and Agriculture

from Suceava County to speed up the process dingtaat new firm. The Chamber

would perform all the administrative proceduresrfegistering a new firm on the behalf
of the entrepreneur. At the National level, theidlal Agency for the SMEs succeeded
in his lobby to promote a governmental regulatien feducing the time and the

complexity of administrative procedures for cregtan firm. After September, 2004, it

should be possible to register a new firm in ohigé days.

Nevertheless, the Romanian Association of Indust({ldGIR, complains about the not-
business friendly milieu, characterised by the rgjrintervention of the Government,
via the administrated prices, the opaque publicketar the heavy subsidies for non
efficient public enterprises, the tax burden, @eklof social dialogue when formulating
economic policies, etc. Administration is said opmasent and very powerful

(http://www.ugir1903.ro/). The UGIR Economic Memndum estimates that 1% of the
firms’ turnover is spent for softening the admirasive constraints by payment of
bribes to different officials.
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Administration is involved also in timber sector &etting the reserve price in auctions
for selling timber from public forests. As far &% of timber is sold by the NFA under
the auction system, the regulation of auction isirmportant factor influencing the
competitiveness of forest sector at whole, butipalgrly the development of SMEs
with harvesting activities. In spite of the positidevelopments concerning the auctions
system, a considerable number of details sugdestsurther institutional strengthening
and improvements are needed (Marochko et al., 2003)

» constantly changing in government agencies andggsaim the number and location
of regulatory authorities (forest department mofredh environment to agriculture,
then to agriculture and rural development; the lestguy body moved from
agriculture to national authority for control, asa on) has influenced investments in
the processing sector and so the demand for wobdoaest products;

« the NFA changes on its structure, managers, exesudtc. are strongly related with
the political agreements and legislative electisetsedule, which induces instability
on the timber market and on the rules applied todwmontractors;

* in the last two years (2002 and 2003), the Ministas not able to set up the annual
allowable cut on time. Therefore, the organisatibrauctions was postponed, and
those already organised were cancelled. When atoauakes place two months
late, it is more likely that firms will not finislthe harvesting operations before
December 31, when the remaining timber is re-inmeed and rescheduled for
harvest the following spring. The firm may incumpéies for delay in carrying out
the contract even though it was not responsible defaying its harvesting
operations;

* some respondents declared that smaller firms shoatdcompete in the same
auctions along with big firms because they havardair advantage: often the small
firms do not declare all their employees; they raagily evade taxes; and they tend
to cluster around a lot bought by a big firm, inlerto free-ride on the large firm’s
security force;

» there is no integrated national timber market, igasf have little mobility to do
business in other forest directorates, where thek & network of relationships for
marketing the waste wood and for security agaihsftt An explanation may be
insufficient transportation infrastructure.

3.5. Summary: supporting and limiting factors for enterprise development in wood
processing industries and barriers to entrepreneutsip

For instance, the rate of creation of new enteegria the Romanian economy is by far
higher in urban area than in rural area (28,908rprises created in urban area in 2000,
against 4,739 in rural area). The average numbaewfcreated enterprises was 1.5 for
1,000 inhabitants in 2000, with an average of 2upleyees (Dumitru et al., 2004). In
rural area, the rate of firm creation is only OnBeeprises for 1,000 inhabitants.

As overall evaluation of forest sector situatidmere is a need to remark the lack of
concentration of forest industry and, in the sanmeet the low density of trade
relationship, with few purchasers, few intermediarand one or few suppliers for raw
material. Although there are a strong domesticsioredustry and an important internal
demand, the timber products market are underdegdleghen looking to the chain of
distribution to the final consumers.
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The competitiveness of the forest industries wéectdd in the recent past by the low
productivity, the relative out-of-date equipmentdatechnologies, by the lack of
experience in management and marketing on intematfnational markets, and by the
difficulties that the Romanian producers had to tremnstantly the partners’ quality
requirements. These impeding factors tend to beovedh slightly, with the
consolidation of Romanian producers on the Europearkets for furniture, the starting
of export of panel housing and the increased forgestment which plays important
role in spreading the innovation and a certainucalof partnership.

Barriers to entrepreneurship come from bureaucprticedures when start a firm; from
the lack of credit available for SMEs on the fin@hamarkets; from the lack of
information concerning the markets and the publticies for SMEs development;
from the lack of co-operation between R&D instivuis and the private sector; finally,
by the lack of well trained staff in rural area.

Supporting factors in enterprise development camec@ia the technological change
which would require investment and via the changemanagement practices and
strategies. The public policies in support of SMEsovation, technological change,
and environmental concerns integration have an itapb role in forest enterprise
development (National Agency for SMEs, http://wwmiramc.ro). Yet, their
effectiveness is hampered by: the lack of co-otthnabetween the general economic
policies and the sector-based policies; the germrihowledged corruption/political
dependency of the Romanian administrative systehichmead to unfair competition
while obtaining credits, financial subsidies orheical support from the State; the
heavy weight of State intervention and State owriprsn non efficient and non
competitive sectors of the manufacturing industry.

The research may provide policy relevant resultguestigating several issues, from
which: the innovation and the technological chatigev it is introduced and by whom,
which effects on sustainable development); theuatadn of informational and financial
means on stimulating the entrepreneurship in forgtite structure of wood processing
chain; the effect of timber procurement procedur@she structure of wood chain. Life
cycle analysis could be of help to optimise woodruatel production and trade. Even in
the context of the very low amount of R&D in thenfs’ expenditures, both the research
and the private sector would gain from a strongeojgeration.
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SWOT analysis

Strengths

high quality and diversified, valuable
raw materials available

rapid development of the SMEs
interest for innovating, interest for
information and co-operation

well educated/trained workforce
tradition and experience on
woodworking industries

comparative advantage on labour co
traditional trade relation with Europes
partners, markets kept over the last
decade

58S
9

Weaknesses

limited capacity to negotiate international
contracts due to the lack of experience
low profitability of harvesting operations
poor marketing, competitiveness and prodd
development

lack of experience in promoting innovation
low educational level in the field of
management and marketing

high share of low value added products
no attractive design of products

poor entrepreneurship

low internal demand and poverty

national brands of producers are not very
known

poor knowledge on international markets and

on consumers’ preferences
not addressing specific demands, e.g. luxu
products

Opportunities

raw material available in the country
(80-90%) and accessible at 60%
consumer’ income on targeted marke
are increasing

similar products are profitable

public programmes for SMEs, start-u
innovation

possibility to open towards new
markets : recreational, tourism
technical endowment started to be
renewed

social impact: employment and incon
generation in the remote areas
ecological and traditional harvesting,
e.g. using horses

ts

ne

Threats

small-scattered ownership structure

the unpredictable change on rule of law (fo
law mostly)

the restrictions when importing or exporting
timber materials

the lack of sectoral-based policies in
supporting of the forest sector development
increasing costs for raw materials (NFA
announced a rise of 20% of prices for stand
timber)
relatively high costs of transport, because @
the infrastructure

difficulties to maintain a constant quality
yield table predictions, risk on the exact
amount of timber bought and its quality

illegal felling

Yy

ct

rest

ng

=

unfair competition by those firms evading tax,

or other cost
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Annex C: Organisations studying wood processing ingstries and main
publications and information sources.

The most representative organisations studying w@odcessing industries are
presented in Table 7.

Table 7. Organisations studying or providing infatan on wood processing industries

Institute / organisations |  Type of information | Rensark
INS (National Institute for Romanian statistical yearbook Statistics, intemtilable, on forestry and
Statistics) timber processing industries

ICAS (National Institute for Studies on forestry and woodDepartment on forest economics
forest research and foresprocessing industry
management planning)
INL (National Institute of Studies on wood characteristicsPepartment on timber market
Wood) wood processing technologies
and on timber market
Private association providingASFOR (Romanian Association of Timber IndustriesPRM (Romanian
information on firms with Association of Furniture Producers); APSLR (Romanidssociation of
activities on forest sector Manufacturers of Panels); ROMPAP (Pulp and Papdudiry Association);

UGIR;
Other  public institution Institute of industry economics; Ministry of indostand resources; Center of
providing occasionally research on economics; Center of information araiahentation on economy;

studies on wood processingRomanian Academy for Economics Sciences; Univessitie
industry

For most representative research and publicatiead able 8.

Table 8. Publications regarding the wood procesisidgstries in Romania

Author Year Title Remarks
Nichiforel, L., 2004  Factori perturbatori ai pea lemnului, din  Study based on interviews with
Bouriaud, L. perspectiva agentului economgial economic agents and

gestionarului pdurilor publice (Disturbing representatives from National
factors on timber market, a forest managerBorest Administration to identify
perspective) factors with negative influence on
timber market and sustainable
forest management
IRIS, University 2003  World Bank project “Governance in the  Unpublished study, with an

of Maryland, and Romanian forestry sector — an overview of analyse on timber auction system
IGCC, University institutional, legislative and enforcement
of California effectiveness”
National Institute 2003  Ancheta statistica privind volumul de lemninformation on timber volume
for Statistics exploatat de catre agentii economici atestatiarvested by contractors
(Enquiry on volume harvested by
contractors)
Nicolescu O, 2003  Abordari moderne in managementul si  Case study on timber processing
Plumb I, Pricop economia organizatiei (Modern approachesnd furnitures
M, Verboncu | of organization’ management and
economics)
Nistase, C. 2002  Strategii de restructurare n inidust

lemnului in Bucovina (Reform strategies in
timber industry in Bucovina)

Nichiforel, L. 2002 Considetd cu privire la evoldia cereriisi Case study on demand and supply

Horodnic, S. ofertei de produse lemnoase la nivelul in wood processing industry
judetului Suceava

Stanciu, C. 2001 Managementul calitatii in indwastri Analyze of wood chain: forest

lemnului (Management of quality in wood resource — harvesting — primary
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processing industries) processing — industry afifure;
Main aspects of managing quality
improvement in furniture industry

Centrul de 2000 Probleme economice — Eficienta utilizarii Chapter on efficient utilization of
informare si resurselor naturale in industrie (The forest resource
documentare efficiency of industrial utilization of natural
economica resources)
Centrul de 2000 Probleme economice — Evaluarea graduluChapter on the development of
informare si de aliniere a Romaniei la aquis-ul comunitamall and medium size enterprises
documentare privitor la politica industriala (The level of
economica implementing the acquis communautaire on
industrial policy in Romania)
Dragoi, S. 2000  Timber Pricing System in Romaniamkda
Economy
Dragoi, S. 1999  Particularitatile costului de opaitate in ~ Timber pricing
silvicultura (Opportunity costs in forestry)
Dragoi, S. 1998 Metode alternative de estimarestuppri de  Timber pricing
pornire la licitatiile de masa lemnoasa
Nastase, C. 1998  Silvicultura romaneast perspectiva

integfarii tarii noastre in Uniunea
European (Romanian forestry in the
perspective of accession to EU)

Dragoi M 1997  Decision Support System for Timber
Bidding
Harvard Institute 1996  Licitarea masei lemnoase in Suceava:  Analyze of auction in Suceava
for International rezultatele preliminarii ale unui studiu county
Development D efectuat pentru Romsilvd MAPPM
Milescu,l., 1995  Considetguni privind structura prgillui de  Timber pricing
Marocico, V cost al lemnului pe picior in coniilie
economiei de pié (The structure of timber
price)
ICAS 1993 Conceptg metode de evaluare a purkii Timber pricing
lemnului pe picior inh condile economiei
de piaa

Sources of information
National Institute for Statistics (Institutul Natial de Statistica): http://www.insse.ro/
Forestry&Fordaq, http://www.forestry.ro
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4. Non-wood forest products and services
4.1. State of the art and historical development

The non-wood production and services in the courttrstorically important for the
livelihood, was emphasised especially during theskatwo decades of the communist
period. At that time, the national plans establispeoduction levels to be reached on
picking berries and mushrooms, gathering medicipknts, making traditional
woodcrafts, fishing, gathering resins, capturinvg lanimals for trade, etc. Forests were
subject of grazing, and eligible forest administratunits had to deliver a certain
number of animals for meat production. Since thgireng of the 90’s the production
of so called “accessories forest products” is cesirey.

The data series (Figur®) covering 22 year time horizon shows a declinethsf
biological products (berries, edible mushrooms,isiimas trees, medicinal plants) and
an ascending trend line for the wood productioaltfuirest production ratio.
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Source: Forest Research and Management Plannig, 20

Figure 8. Supplied and marketed ratio of wood,dgalal products and total forest
production

Biological products comprise berries, edible mushts, Christmas trees, medicinal
plants. Their share in the total value of NWFP rem@a relatively constant during the
period 1999-2002, e.g. around 35 to 40%. Huntintjvities include venison, furs,
game, pheasants, antlers, and leases for the uarias, taxes and permits/allowances
for hunting. They represent around 20% of the valoiained trough NWFP. Wicker is
mainly based orBalix species and represented 20% in 1999 and only H02002.
Fish-breeding products include trout, both in theens and ponds, roe, spawn, taxes,
leases, fishing allowances, and contributed witfi$09) to 15 (2002) percents in the
value of NWFP. Unlike wicker and biological prodsiavhich manifested a slightly
decreasing trend, the value of seedlings produceddnaarketed has tripled between
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1999 and 2002. The evolution of NWFP supply over st decade is presented in
Table 9 and 10.

Table 9. Domestic market size

Product Unit 1993 1994 1995 1996 1997 1998 1999
Forest Seeds tonnes 307 130 130 356 69 787 47
Berries tonnes 4959 1773 4217 3034 2797 1889 1757
Edible mushrooms tonnes 91 145 257 162 1708 486 739
Medicinal plants  tonnes 1012 736 744 590 632 361 5 30
Drinks hl 7823 2732 1157 1319 714 1335 152
Venison tonnes 8 142 251 76 125 174 227
Pheasant thousand 65 30 40 40 55 45 65
Fish (trout) tonnes 344 417 504 390 454 565 614
Bee honey tonnes 210 115 89 56 57 137 108

Table 10. Export market size

Product MU 1993 1994 1995 1996 1997 1998 1999
Forest Seeds tonnes - - - - - - -
Berries tonnes 7071 5258 4951 4293 5578 4661 5802
Edible mushrooms tonnes 381 934 1696 1711 394 24386 1
Medicinal plants tonnes - - - - - - -
Drinks hi - - - - - - -
Venison tonnes 454 187 164 189 152 110 -
Pheasant thou pcs 177 224 184 137 105 130 77
Fish (trout) tonnes - - - - - - -
Bee honey tonnes - - 59 100 79 - -

From 2000 the supply of dog rose fruit and of hilpehas increased while the
blackberry supply has dramatically decreased. Brdraplete picture cannot ignore the
fact that the actual harvest &osa caninafruits hardly equals the quantity (2,373
tonnes) collected in 1985, which represent the #&wealue of the time series
considered. The huge variations in the supply are @ the both natural resource
growth and the external market opportunities.

The main export country for bilberry (Figure 9) Germany as well as for the red
bilberry but unfortunately this market is declinirigegarding the export of the edible
mushrooms, Italy (Figure 10) is definitely the ngliexport country, the next exporting
market for edible boletus being also Germany. Nevestments were made in 2003-
2004 by the National Forest Administration for thetter conservation of wild berries
(industrial installation for freezing). One may exp that in these conditions the
markets would be more stables, due to the effechaie constant quality, but also to
the possibility to store unsold production.
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Figure 9. Exports of blueberries
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Figure 10. Exports of mushrooms in Italy

NWFP&S definition and classification

The main product groups consist of edible mushreanelicinal and aromatic plants,
forest fruits, forest seed and seedlings, huntimgy game, pheasant and fish, services
without market and services with market.

Edible forest mushrooms The production (harvested) of three most looked-for
mushrooms accounts for almost 9000 tonnes per(Yabte 11).
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Table 11. The average annual crop for edible foresthrooms

Species Tonneslyear
Armillaria mellea- honey agaric 1615
Cantharellus cibarius chanterelle 1495
Boletus sp- edible boletus 4520
Other sp. 340

Medicinal and aromatic plants (Table 12).About 150 species of medicinal plants are
commonly harvested. In 1990 Romania ranked as ittie dountry in the world for
medicinal and aromatic plants production, exportimgiore than 20 countries.

Table 12. The average annual crop for medicinalaanthatic plants

Species Part of plant Tonnes/year
harvested

Rosa canina sp Fruit 530
Crataegus monogyna Flores and folium 224
Crataegus monogyna Fructus 172
Sambucus nigra Flores 51.1
Tilia sp Flores 50
Hypericum perphoratum Herba 70
Urtica dioica Herba 50
Vaccinium sp Flores 20
Betula pendula Folium 30
Pinus nigra Turiones 60
Abies alba+Picea abies Foliage 60
Frangula alnus Cortex 10

Table 13. The average annual crop for wild berries

Species tonnes/year kg/ha kg/shrub

or tree

Vaccinium myrtillus bilberry 1095 22-350

Rubus idaeusraspberry 3090 70-200

Rubus fruticosus blackberry 2590 100-250

Rosa canina dog rose fruit 4030 1-4

Prunus spinosa 2030 2-4

Hyppophae rhamnoidessallow thorn fruit 640 3-4

Crataegus monogynacommon hawthorn fruit 595 3-5

Other sp including: 1150

Prunus padus 3-6

Prunus cerasifera 15-25

Malus sylvestris 20-30

Prunus avium 20-30

Fragaria vesca 15-25

Forest seeds and seedling®lain species exported ar&bies albaMill - fir tree, Larix
decidua- larch; Picea abies(L.) Karst - spruceAlnus glutinosa(L.) Gaertn - alder,
Carpinus betulud. - hornbeamCastanea sativill - chestnut treeCornus mad..-
cornel treeCornus sanguined. - red dogwoodCrataegus monogyndack -common
hawthorn;Eleagnus angustifolid. — oleaster. In 1998 the total area covered abd
stands was 56,823 ha and there were 164 seed dsadstablished on 828.1 ha.
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Hunting and game The main game species that can be hunted are:esd f@llow-
deer, roe-buck, chamois, bear, wild boar, wolfuge rabbits, pheasants, quails, geese,
ducks. The 10 most valuable brown bear furs andggest skulls worldwide were
harvested in Romania. The utilisation of the humtareas is shared between the
national hunting association (61%), the privatet{palars) hunting associations (6%),
the National Forest Administration (31%) and theucadional and research
organisations (2%). Pheasant is important botlsli@moting and meat. It is also used for
repopulating hunting funds.

Fish. The main fish species are: the brown trdsal(mo trutta fariyp which lives in
mountain rivers with high oxygen concentration dma temperature range. The lake
trout (Salmo trutta lacustrislives in mountain lakes and can weigh up to 1d2The
rainbow trout Salmo gairdnery lives in mountain rivers and lakes. The brookutro
(Salvelinus fontinaliscan be found in cold and well oxygenated wat&re Srayling
(Thymalus thymalyss living in the inferior sector of mountain rig in deep and cool
water.Hucho huchas the largest representative of the family, atbeenic species of the
Danube. Being so scarce fishing for it is allowethwhe approval of the Ministry of
Waters, Forests and Environmental Protection.

Service without market The distribution of the Romanian forest accordingthe
functions to be fulfilled is 53.3% protection foresand 46.7% production and
protection forests. Most of the protective foremts managed to enhance the protection
of the soils against erosion and the protectiothefwatersheds (Figure 11).

Genofund and ecofund [N 5,20%
Fecreation forest _6,10%
env?.rl;i:irifftiiurs -E’EI:I%I

Figure 11. Repartition of Romanian forest by typerotective function
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Service with market:

* The National Forest Administration and Prototypet®a Fund managed by
World Bank are carrying out a project on afforastatof the degraded
agricultural lands. The object is 850,000 tone<@t within 15 years. The
ongoing project has started in 2002. The priceofw tonne is 3.6 US$/t GO
paid at delivery. The annual sequestrated quaistibalculated and delivered
to the external partner by the National Forest Adstiation.

» The Government Decision nr. 1105/2003 formally aeidedged on the NFA
tasks the silvotourism and the outdoor activiti®#bese activities always
represented an important component of the NFA ety but it is the first
time that a legal framework was established towaltbe NFA to provide
recreational services. The framework was partityl@quired after the horses
breeding has integrated to the NFA follow the disson of the former
national agency for horse breeding. At this stage oajective financial
analysis related to the horse breeding and hotsésto activities is deemed.

» The National Forest Administration concluded cortsaand received income
for administration/management of forests hold bgnownes, communities or
private individuals. The concerned forest area i €housand ha, mostly
communal forests. There is not information avadalslbout the income
realised.

* The right to pick up mushrooms on the forest madabg the NFA for
commercial purposes is leased towards private actairs. The NFA receives
0.2-0.3 euro/kg harvested.

Those examples show a trend to diversify the farestagers’ activities and sources of
income. Although the NFA had already experiencesame activities, e.g. external
trading of the biological products, however mostte economic activities performed
now may be considered as innovative.

Description of the “product chain” organisation

The quantities of berries supplied are limited inigher extent by the physical capacity
of the resource than by the market demand. Theuresois less abundant since
intensive forest harvesting operations replacethelast two decades the large size
clear cuttings. The supply of non-forest wild besrisuchRosa caninaare more
constant than the supply for forest-specific ber(eg. blueberries, raspberries).

The berries are collected by the rural inhabitamd brought to the collecting centres
belonging to the National Forest Administration.uddy, the collectors are paid on

quantities harvested and there is any formal contsatween them and the buyer (the
NFA). Then the NFA will sell the berries (freshpZen, or refrigerated) trough the

private firms specialised on external trade. Thedkemake the transaction with the

external partners on behalf of the NFA. Their ngl¢hat of as commissioners. Hunting
services for foreign hunters are managed also lraogimissioners firms.

Regarding the mushrooms gathering little is done¢hieyNFA by the way of collecting
centres, such the case if for wild berries. Moshg right to gather mushrooms is
accorded to private firms which paid a tax on giamiarvested. The firms collect and
sell the mushrooms only on the external marketniaan importer being Italy.
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A product sold by the NFA directly on the intermaarket (via the supermarket chain
Metro) is the trout. The recent investments madeheyNFA in the biological forest

products processing leaded to a more constant\sum also to a higher possibility of
negotiating prices, e.g. if the price offered i$ oonvenient, the NFA still can store the
production without the risk of lose it.

NWFP&S relevance in rural economies

The forest non-wood yield value has been accouiaiedeven development regions as
stated in the Romanian Statistical Yearbook, i.artiN East, Southeast, South,
Southwest, West, Northwest, Centre. As shown infipere bellow it is only the
Northwest region along with the South and Southt Eees that have recorded a
significant increase in the production level white the Northeast region this has
dropped visibly (Figure 12). There is a link betwethe sharp increase of timber
production value in this region and the decreastn@fNWFP value, explained by the
fact that the main supplier of NWFP is the NatioRatest Administration, and that the
NFA has concentrated its effort on copping with #feects of storm damages from
2001 rather than concluding new contracts for NWFP.
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Source: Forest Research and Management Planiig, 2

Figure 12. Contribution of forest non-wood yieldrégional development
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There is lack of information on how much the NWF&sild contribute to the rural
economy. One may identify three main socially cogsed approaches of using non
wood forest products such mushrooms, berries oraimed plants:

» the berries or other biological products are gatidyy the private persons and sold
on the farmers’ market. The other possibility iss®ll them to the specialised
enterprises which act as buyers for biological potst The National Forest
Administration is used to collect berries with thelp of rural inhabitants. The
gathering of berries is economically and sociathportant in this context because
most of people collecting them belong to the pdocasegories of rural population
(unemployed, gypsy minorities);

» the berries and mushrooms are collected for compléhe inhabitants’ winter food
provisions. Particularly the honey agarics, thenttigelle and the edible boletus are
used for that purposes. The economic benefit idoatgution effect. The winter time
food provisions are important in the rural Roman@mntext, because the food
supply in the shops existing in the rural area a$ very diversified and rarely
contain fresh vegetables and fruits;

« finally, the gathering may have not economic valoet a recreational one only,
especially for the urban population.

The way of gathering wild berries and mushroomsate® potential for SMEs
development. The production chain for berries angshmooms (previous sub-section)
illustrate that there is room for entrepreneursiipcommissionaire firm for external
trade or as firm for collect and trade berries amushrooms as far as the supply is by far
inferior to the demand.

Property rights and general regulatory framework

There are general laws regulating forest produntsRomania, according to the

provisions of the following laws in force:

e The Forest Code (Law 26/26 Apr. 1996)

* Law on hunting fund and protection of game (Law /2@3from Sept. 1996) that
regulates administration and management of Romamanting fund, the hunting
activities and the game protection

e Law on environment protection (Law 137/23 Dec. 1995

* The Order of Ministry of Waters, Forests and Envimgnt Protection No 647/06-
07-2001 on authorising harvesting, capture and hase plants and animals for
domestic and external trade, modified by the Orddr17/05-05-2003

e Law of Waters (Law No 107/25 Sept. 1996)

* Government Decision No 1105/2003 — regarding tleeganisation of NFA, that
gives the legal framework for silvoturism.
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The rule of the public access on all national fteés not consecrated by law, otherwise
it seems to be a largely acknowledged social cusknninstance, kind of advertising

such “private property, do not enter” or “trespagsprohibited” did not appear yet on

forestland.

Special rules exist when collecting berries, mushm® or other biological forest
products for commercial purposes. In this casectilector is obliged to be authorised
by the local agency for the environmental protettiSecondly, the collector can not
gather biological forest products from the priviaieds without the owners’ acceptance,
expressed trough a contact, convention or any &iradjreement.

The Romanian Forest Code states that the benéigiaf the protective forest services
have to pay for those materialised in economicnmeoThe valuation of forest services
is still targeted, as research has been carriedaodt some methods have been
developed. However, the only forest service subjegiayment is the practice of the
hunting activities, from which the landowner magaiwe some economic benefits.

Annex D: Organisations studying non wood forest prducts and services and main
publications and information sources.

The research organisations are the same that medtat the Annex C, otherwise there
are not many research done in the socio-econorpictsof the NWFPS production or
evaluation.

4.2. Case studies of successful marketing strategie
Case study 1: CO2 sequestration

NWEP&S definition, area of production, harvestirydl, technical characteristics of
production

Carbon sequestration is the capture, from powenrtpland other facilities, and storage
of carbon dioxide (C¢) and other greenhouse gases that would othengisariitted to
the atmosphere. Forest lands offer significant appdies including the below-ground
carbon and the long-term management and utilisatigtanding stocks, ground cover,
and litter. The targeted activity is afforestatioh degraded agricultural lands and
establishment of a basis for long term sustainatdeagement. The afforestation of the
degraded lands is a strategic objective of theagwmble management of the national
forest resources. It is estimated that an amou@it®t CQ/year/ha will be sequestrated
depending on the site conditions and biologicalatizristics of the species to be used.
A four year afforestation project (2002-2005) isming, located in seven Romanian
counties in South-Western and East-Southeasteiopéne country. The designed sites
are abandoned and degraded agricultural landsppepffor agricultural use. The works
comprise site/soil preparation, seedling plantagod maintenance/tending operations
for new plantations until the stage of canopy dequp to five years after planting), in
accordance with the rules of the forest vegetatistablishment and of the ecological
restoration. The most appropriate species to usettarse adaptable to floodplain
conditions such as indigenous poplaPogulus albaand Populus nigra)and black
locust(Robinia pseudoaccadiaalong withQuercus cerriand Quercus pedunculiflora
where site conditions are favourable, preferablgetber with some accompanying
native tree and shrub species
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Description of the “product chain” organisation

* number of companies involved and management cleaistats
The National Forest Administration (NFA) has sigrteé contract with an
external partner and seven of its territorial bhesc (forest directorates) are
involved in carrying out the project;

» the role and share of SMEs in the the product chain
The total area subject to afforestation is 6033 The National Forest
Administration provides seedlings from its own firaurseries and technical
advice trough its field staff. Local labour is ifved in manual work whilst for
the mechanised operations some firms are subctedra&fter establishment,
the forests are periodically surveyed and monitoied the identification
/control of pests/damages. They are subject ofispananagement in the
context of local sustainable development, focusorg benefits for local
communities (fuel wood from tending operations,reation, etc., but also
protective effects for soil and climate, particlyamportant in the South part
of Romania);

» trade activities (import and export flows and depehent patterns)
The trade between the National Forest Administratemd the Prototype
Carbon Fund administered by the World Bank consikteansferring 855,000
tonnes of C@at a price of 3.60 US$/t GQor 13.2 US$/t C), the total value
of the contract being 3,077,946 US$. The valuéhefdarbon accumulation in
the year 2002 and the first half of the year 20@3 43,400.75 US$ (3722.43 t
CO: x 3.6 US$/t CQ). The estimate of total project cost is US$ 10,8a0.
National Forest Administration covers the costafbbrestation from its own
sources and from the budgetary allocation from Btmgi of Agriculture,
Forests and Rural Development.

* policy framework

The actors involved are National Forest Administratand the Ministry of
Agriculture, Forests and Rural Development. ThdeSBomain Agency was
involved as well, by the transfer of 5,028 ha te tHFA starting with the
second year.

Research contribution was important in this projéatevious studies have
documented the quantification of stocks and fuedlledfinancial analyses (see
the references). The focus was on comparison of FKDOModel results with
the field data.

« profit appropriation by the landowner/contractonafacturer/ dealer/seller
According to the financial plan, the Romanian goweent (NFA and Ministry
of Agriculture, Forests and Rural Development) maade the necessary
financial commitment to cover investment cost ttieeslule is as follows:

Table 14. Annual investment

Year 2003 2004 2005 2006 2007 2008 2009  Total

Cost (thousand US$ peryear) 3,110 3,460 3,071 510114 71 3 10,340

» contractual agreements between landowners androesmanagers; networking and
joint ventures among/between non-wood processidgsarvice industries
All the areas included in the project are in satership. Initially 1700 ha
administrated by National Forest Administration ev@rcluded in the project.
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Starting with the second year, additional 5028 aeehbeen transferred from
the State Domain Agency in the administration ef RFA.
» characteristics of technological or organisatianabvation behaviour in non-wood
production, processing and service industries
This technological innovation is the result of imabve and open management
strategies on NFA headquarters in the period 202003.
» “territorial” marketing (i.e.: the integration ohe¢ NWFP&S to other services and
products offered by the local community)
In addition to the timber and carbon revenues, ghgect will contribute
significantly to non-timber forest products in teyraf soil stabilisation and
potential forest fruits and honey production. Blaldcust is a prolific
flowering species and highly prized for honey pratthn. The estimated
yields are 20-25 kg/ha after age 6. The beekeeperaot charged for placing
their hives under the crops.

Lessons learns/driving forces/factors affecting pefitiveness (SWOT analysis)

SWOT analysis

Strengths Weaknesses
e ability to approach innovative limited capacity to negotiate
instruments to solve global international contracts due to the lack
environment problems such as climate of experience

change
Opportunities Threats
 imminent market-based mechanism risks associated with the project:
concerning carbon emissions grazing, drought, fire/diseases
* improvement of land use * model predictions, vyield table
« social impact: employment and income predictions
generation in the regional areas * site productivity class
* biodiversity enhancement » illegal felling

» financial and technical capacity.

Case study 2: Hunting

NWEFP&S definition, area of production, harvestimydl, technical characteristics of
production

Romania is one of few countries in Europe whicli &bld important resources for

hunting activities on wildlife from aquatic or fateecosystems. It is known that before
1990, the game management was done to supply atienal hunting trophies. That led

to the fact that the country obtained trophies et deer, bear, roe deer, wild boar,
brown bear, etc. In other words, the quality of Ramn brand has an international
recognition.

The Suceava County is located in the North-Eass.thhe second largest in the country,
with 8,553.5 krfi, from which half is covered by forests. Naturagaforests tracks and
difficult to access still represent a last refugeldrown bar, wolfs and lynx.
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Suceava county has the largest area for game maeageamongst the Romanian
counties, that means 876,130 ha. This area is ¢har@l game management units
(GMU), composed by 449,647 ha forests, 378,840dmwdtural land, grassland and
mountain pastures, and 945 ha water surface. Heecdione game management unit
varies between 5,000 ha in the lowland area to000l& in the mountains. The number
of some wild animal of hunting interest is givertlie Table 15 for the latest five years.

Table 15. Evaluation of game units

Game species 2000 2001 2002 2003 2004
Cervus elaphusthe red deer 4165 4270 4369 4026 4074
Capreolus capreolusthe roe deer 4880 4905 5155 4850 4870
Sus scrofa attila the wild boar 2070 2195 2447 2359 2335
Ursus arctos the brown bear 251 267 280 265 278
Tetrao urogallus the capercaillie 1103 1152 1249 1212 1287

Source: I.T.R.S.C. Suceava

Description of the “product chain” organisation

1. Number of companies involved and management actenstics. The game

management units are in the administration of dbffi€ entities, as following:

*  73% of the GMU are in the management of hunting@asons;

« 25% of the GMU are managed by the local branch t@f hational forest
administration (Forest Directorate Suceava);

* 2% of the GMU are managed by the educational utgiits on forestry.

The management of game population is based on fineigde of maintaining the

optimal number of animals, established accordinghto characteristics of the GMU.
When the population overreaches the optimum leveertain number of animals will
be extracted. Hunting can be practiced by the memafjthe GMU or by the others
(hunters from legally recognised associations, dorefficers from national forest
administration) based on a permit. Hunting is paesfor foreign hunters as well,
provided that they have a hunting licence in tbeigin country and they are allowed by
the manager of the GMU.

In the latest case, the product chain may involae or several intermediary firms
between the manager of the GMU and the client. &hernot the case for county
Suceava.

2. The role and share of SMEs in the product chain

Amongst 71 GMU in Suceava County, four only are agad by private persons. They
are real entrepreneurs, while consider that theg @ manage a natural stock which is
the game. However, their utility function seemsn be the profit, but the practice of
the recreational activities and perhaps the preterdor an exclusive right on the game
management.

3. Trade activities (import and export flows andelepment patterns)

From the viewpoint of income to be obtained, is fay more interesting to attract
foreign hunters, because the perceived pricesigheeh However, the participation of
foreign hunters is reduced, except for the browar laed the capercaille (Table 16).
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Table 16. Game units extracted by Romanian (R)argign (F) hunters, in Suceava
Forest Directorate

2000 2001 2002 2003

Game species R F R F R F R F
Cervus elaphusred deer- female 84 0 89 0 110 0 133 0
Cervus elaphusred deer-male 36 9 42 6 41 19 60 11
Capreolus capreolusroe deer-female 53 0 77 0 89 0 107 0
Capreolus capreolusroe deer-male 35 0 43 9 53 7 68 5
Sus scrofa attila wild boar 240 na 304 na 361 na. 365 n.a.
Ursus arctos brown bear 14 O 9 0 12 10 5 16
Tetrao urogallus capercaillie 49 0 21 19 33 22 34 27

Source: I.T.R.S.C. Suceava

4. Policy framework. The institutions involved ihet sector are the Ministry for
Agriculture, Forests and Rural Development, theeBbimspectorates, the NFA, and the
organisations with game management activities. degsl non governmental
organisations play an important role too in thetjpall process.

The main regulations that directly influence the RW&S production and harvesting
are in the Law no. 103/1996 on the hunting growamts game protection. According to
this law, the manager of the GMU has the right bdam income from the game
acquired according to the rules of hunting and loa limits of allowed quota. The
owner of the land on which the GMU is establishad m right to obtain income from
the practice of hunting activities. When the owhgrssize included in a GMU is over
100 ha, the landowner would receive a direct payrfrem the hunting association. In
the case when the land in property is under tlzs, gshe landowner would received a
payment representing 25% of the price that the gemaf the GMU paid for having the
right to manage the unit. This amount is distrildubg the local public administration.
The main policy instruments available are regujatdiothing exists to stimulate the
entrepreneurship in this particular field. Howevwagke the hunting more attractive in
the Romanian forests is part of the internal pe$iciof the National Forest
Administration, and it is concretised in the usiisn of some management and
marketing strategies. The taxation remains highéncase of foreign hunters.

5. Role of research, education, and training ext@nsservices in NWFP&S
development. The existing research is targetedpooa spectrum of aspects, mainly of
technique/technological nature. The sustainabiltypects are emphasised when
studying the relationship between the game manageara the forest management.
Some researches warn about the potential impachwfting for money” on the
sustainability of the forest ecosystem and on thaity of the game. However, despite
of quantities of the anecdotic evidences reporiethb newspaper, few research articles
exist on that topic. There is any research on emicgof hunting activities. Mainly, the
information sources on economic importance of taeng management are represented
by the NFA organisation internal accounting andrépg.

The curricula of forest engineers and forest gugdsvide them with high level

educational background on game management. Thatsedsa special “hunting school”
in Brasov.
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6. Profit appropriation by the landowner/contragt@nufacturer/dealer/seller

There is no information at the national level oa firofit realised by the managers of
GMU, except the fact that, according to the Natid®tatistical Accounts, the national
trophies brought in the year 2001 an income of 1lom euro. The income obtained
by the managers of the GMU located in the Suceavan (Table 17) was
calculated based on average prices obtained bgehiag of the trophies and of the
meat (Table 18).

The taxes practiced are on the limits of mediuncgwiin Eastern Europe, with clearly
higher prices obtained in the case of high valephtes. For Romanian hunters, the
prices to be paid are significantly lower, e.g. 1@®000 euro for red deer and 600 to
4000 for brown bear. The costs of managing a GMJhagh. One way to cover them
and make substantial profit is to have the fordignters as clients.

Table 17. Approximation of annual income from hogtactivities, in Suceava Forest
Directorates

2000-2001 2001-2002 2002-2003 2003-2004

Incomes - euro Total
R F R F R F R F

Cervus elaphus - female 13440 0 14240 0 17600 0 ®128 0 66560
Cervus elaphus - male 14760 38340 17220 25560 16&B0®40 24600 46860 265090
Capreolus capreolus -female 1060 0 1540 0 1780 0 0214 O 6520
Capreolus capreolus -male 2800 0 3440 10800 4240 0 84®m440 6000 41120
Sus scrofa attila 36000 45600 54150 54750 190500
Ursus arctos 14000 0 9000 0 12000 60000 5000 96QrEBO00
Tetrao urogallus 4900 0 2100 19000 3300 22000 3420000 81700
Total 125300 148500 281220 292470 847490

Note: R —incomes from Romanian hunters, F — incofraam foreign hunters

Table 18. Charges for foreign hunters

Damaged Failed shot _ _—
. Trophy charges charges Huntlnghorganlsatlon
Species euro/ unit euro/ unit euro/shot charges
Male female male female male female euro/day/hunter

Cervus elaphus 550-8800 150 800 75 150 30 20
Dama dama 250-550 25 200 15 25 5 20
Capreolus capreolus 225-2900 15 200 10 25 5 20
Rupicapra rupicapra 1100-2800 1000 125 20
Sus scrofa attila 250-750 200-300 100 100 50 500 50 1
Ursus arctos 5000-7000 1500 275 150-275
Lynx lynx 800-1000 200 50 15
Canis lupus 400-500 100 50 15
Tetrao urogallus 1000 350 100 20

Source: synthesis from Ministerial Order, No 1170492001

The Forest Directorate Suceava offers other sesvéssociated or not to the hunting,
e.g. accommodation in the 13 hunting cottages that Forest Directorate owns,
translator, transportation, equipment renting. far foreign hunters, the charges for
accommodation range between 60 euro to 40 eurdgyeand per person, according to
the comfort level. For silvoturism and ecoturismotiner activities besides the hunting,
the prices charged are 18 euro per day and peorpers
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Taking pictures and make movies seem to be a newramity to further develop.
Using a camera is free for the hunters paying ttie@rges, but for other foreign clients
the charges are 100 euro per day for pictures @ddeiro for making movies. The
service comprises guidance from a forest specialist

7. Contractual agreements between landowners @odn@e managers; networking and
joint ventures among/between non-wood processingsanvice industries. Contract is
reduced to the payment towards the private ownethefland, or towards the local
administration. In fact, the resource managers iftaeagers of the GMU) have to pay
both the State, for acquiring the hunting rights] #he land owners, as right to use the
space of their properties. The price is fixed, #@f®not related with the income on
managing the game.

8. Characteristics of technological or organisatlannovation behaviour in hon-wood
production, processing and service industries. Adiog to the Government Decision
nr. 1105/2003 the silvoturism and the outdoor @ity represent a new task added to
the NFA bylaw. Therefore, the innovation represént®y this new “product” —
silvoturism and outdoor activities, appeared aterlegal framework was created. This
evolution was triggered by the transfer of the bdigseeding activity from the former
state agency towards the NFA.

The latest years, the Forest Directorate Suceawdemised its 13 cottages, and started
to build two new ones. These preparative are nthtowi risk: the main option seems to

be “the foreign hunters”; the possibility to realilmcome from domestic tourists or

visitors are not enough explored; the lack of mankeand information hampers the

meeting between the supply and the demand.

9. “territorial” marketing (i.e.: the integrationf the NWFP&S to other services and
products offered by the local community)

The hunting tourism is an opportunity to promotedscape and cultural values of the
tourist zone of county Suceava. Usually, the hsntme supplied with services for
visiting historical sites (Bucovina four centuriesfd monasteries) and taking profit
from being in a rural traditional area. In the GMihnaged by the National Forest
Administration the hunters received accommodatiothe NFA own hunting cottages.
Therefore, the silvotourism is promoted. In the eottGMU the hunters receive

accommodation in rural area (mainly farms). Theoagurism is then promoted by the
same way. But there is any co-ordination betweenatlthorities in charge with rural

development policies and the managers of GMA orneStgencies involved in

allocating the GMU.
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Lessons learns/driving forces/factors affecting copetitiveness (SWOT analysis)

Strengths

diversity of the game populations
the high quality of the trophies
acknowledged by the internationa
prizes obtained

“wilderness” of the hunting area, f
from human settlements

high level standards accommodat

af

en

Weaknesses

guality of services

high bureaucracy, particularly for enter
the country with a gun fire and for expof
the trophy

the risk of unsustainable management of

stocks

weak marketing

no marketing from the private
“producers”, few marketing tentative by
the national forest administration

a successful hunting (and then the clien
satisfaction) is subject to hazard

Opportunities

promote ecotourism, silvotourism,
agrotourism

develop “picture hunters”

obtain finance to recompense
ecological balanced management
wildlife

promote ecological image
develop “new markets”, not only
foreign hunters oriented, but base
on smaller services, e.g. rent the
hunting cottages in week-ends for
the urban population, organise fiel
trips, etc.

Threats

~—+

—

development of international movement

anti-hunting
unsustainable management of the g

ame

population by the hunting of the bests

individuals of th
population)

the decrease of the present natural hab

(impoverishment

because of the chaotic harvest of private

forests

corruption in its different forms, e.g.
disguised practice of hunting with
foreigners, invited as “observers” of

hunting by Romanian friends, or volunta

misclassification of game captured
(Detailed description on a NGO site,
http://www.alpinet.org/main/liste/index_
_id_11060.html).

4.3 Summary: Barriers to entrepreneurship and reseah needs
As a main supplier, National Forest Administratiargets a sustainable supply of forest
products attainable by a multipurpose managementhich evaluation system is an
important component. Evaluation of the NWFPS maytrdloute to:

the better knowledge on the forestry part on thé®@Rd on the rural economy;
improve the tax collecting from the direct benefigi of the forest services;
improve the tax system for forest land owners atiogr to the impact of the
ecological restrictions on forest management efficy.

e
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=

y
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Investments in the protective forests should bestsuitiated by cost-benefit analysis to
increase their recreational value. Valuation regeatudies in Romania should be given
a special attention in the future. Developing aidasational data collection for setting
up a management information system is needed.

Barriers to entrepreneurship on biological NWFRaierto both the supply and demand
sides. The drawbacks are summarised in the Fig8reRegarding the barriers to
entrepreneurship on hunting activities, there axemal problems listed bellow:

the private managers access few GMUs, that aremmigh to avoid a marketing
strategy on medium and long term. The NFA has bepportunities to satisfy
clients preferences, and by that it hold a strasgjtn on the market;

due to the management costs, the only one prdditafion is now the hunting with
foreign clients. Yet, there are not feasibilitydiks on the real management options
and costs;

there should be entrepreneurship opportunities the commissioners firms.
Nevertheless, a search with Google engine leaddetatify only 6 commissioner
firms. Avoiding Internet for the purpose of commalanformation to attract foreign
customers is a weakness of the chain. Yet, it mighso also that the “service”
chain is well established then it constitute bylita barrier to new entrants. This
hypothesis would require further investigation;

the game is a moving resource. Therefore not netgigisk exists for free-rider
behaviour in the border of contingent GMUs, e.gytban hunt intensively, and for
the regeneration of the stock they would attradividuals from the other GMU, by
offering them food or salt.

- inconsistence of marketing strategies customer —

oriented
Supply - lack of eco-labeled products

- no/low value-added products to be marketed

-
Data - lack of official statistics on NWFP
records { - biased data recording
- availability restricted
(Y
ro- low incentives to encourage entrepreneurship sgt —
- slack domestic market, niche markets under devdlope
Demand - information channel insufficiently developed
< - access limited in forest
- conflict of interests
4 -

Figure 13. Barriers to entrepreneurship relateld\a-P
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In the field of Carbon sequestration, the mainibato entrepreneurship is related with
the scale of afforestation operations. In the gigase study, an important organisation
was able to negotiate a contract within the PrgetyCarbon Fund. The same
negotiation would not be possible for private emtees or for private forest
management structures, at the existing situatioriess the Government does not
intervene with some guarantees or financial inoesti

The research needs consist of establishing apptepindicators, to correct the
significantly underestimates of the carbon stockabhove ground biomass and litter for
the designed sites resulting from the model sinarat as compared to the field
measurements. This will improve the accuracy ahesdton about certifiable emission
reductions.

As in the case of the wood processing industries|ack of the market information, and
the lack of management and marketing strategiestreremain impeding factors of
enterprise development in NWFPS. The non wood fopesducts/services chain is
even lesser developed than in the case of timlmelugts and it is still dominated by the
NFA. Therefore often good opportunities for tharficreation/development may exist
in partnership with the NFA, or in developing ination in those fields where the NFA
has no competitive advantage because of its statymablic agency.

Sources of information
NFA, 2003. Buletin informativ anul 1ll, nr. 10 (sembrie - octombrie, 2003)

National Institute of Statistics, Annual report802002

Romanian Foreign Trade Centre, 2002

http://www.rosilva.ro/index_eng.html

ITRSC Suceava (Teritorial Inspectorate for Forest @ame Management Regime)
http://www.alpinet.org/main/liste/index_ro_id_11060n|
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5. Forests and ownership

5.1. State of the art and historical development
Romanian forest distribution as showed in Figurési4
*  66% in the mountains (30% of country area)

e 24% in the hill (37% of country area)

e 10% in the plain (33% of country area)
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Figure 14. Forest cover map
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In the last 100 years the forest resource in Roaauais decreasing. Between the firs
and the second global wars, the forest area dexdteag more than one million ha.

During the socialist period, despite of afforesmtipolicy, the forest area did not

increase, in particular because of systematicalgrreaching of annual allowable cut.

Experts estimated at 400 thousand hectares thetdssest area after the second war.
Except the latest years, the harvesting was géneahbve the annual possibility of

forests, which is situated between 12 and 14 miliid (Figure 15).
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Figure 15. The historical evolution of harvestetuwres

The repartition of forests on age classes (Fig@e shows an unbalanced structure,
with few forests in age of harvesting. That repnésehe effect of over-exploitation
during the communist period.
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Figure 16. Repartition of forest by age classes

The management of the forest resource is basetieofotest management plans (for
public forests and private forests over 10 ha), andsimplified forest management
plans for the small-scale forests. The State fiearibe costs of establishing the forest
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management plans in private forests. The forestag@ment plans are draw-up by the
National Institute for Research and Forest Manager&anning (ICAS) and by some

private firms for a period of 10 years (with fewceptions). To enter in force, the forest
management plans are check-out by the Forest Iltispethen they are approved by
Order of the Ministry for forests.

5.2. Forest resources

The forests cover 26.7% of the total land areackiianks Romania on $@osition
among European countries. Forests are unequaltyibdi®ed, the less forested area
being the plain region situated at the country bosdfrom South, East and West
(Campia Braganului, Campia de Vest and Campia Moldovei — tbss 4% forest
cover).

Contradiction exists between pictures on foresh ar@vided by the National Statistical
Accounts sources and those provided by the NatiGoabst Administration. In the
former the forest area (forest and other foresetadgn land) decreased from 6685.4
thousand ha in 1990 to 6,457.3 thousand ha in Zad@duction to 0.5% of forested
area). The National Forest Administration mentioradgbut 10 to 20 thousand ha
deforested (land use has been changed) in privatests this last decade. This
deforestation occurred because of few means toosufipe regeneration of forests in
private area, but also because of grazing activitiedeed, one can observe the
increasing of pastures area with around 180 tha@lkarduring the last ten years.

Area covered by forests decreased in parallel Wiéhincrease of other categories of
land included in forest estate (Table 19).

Table 19. Forest land (end of year, in thousandiaines)

1938 1996 1997 1998 1999 2000 2001 2002
Forest and other wooded land 6366 6367 6367 6367 6366 6367 6377
From which forest area 5955 | 6240 6236 6227 6226 6223 6225 6238
coniferous 1525 1890 1883 1868 1861 1856 1853 1858
beech 2060 1935 1939 1942 1943 1951 1956 1958
oak 1221 1131 1129 1127 1122 1120 1117 1120
various species 1149 | 1284 1285 1290 1300 1296 1299 1302
other lands 126 131 140 141 143 142 139

Source: National Forest Administration, www.rosihga National Statistical Accounts

The growing stock was calculated at the latestntwy (1985) at 1,341.4 million cubic
meters, which means an average volume per hecta2&3ocubic meters. The mean
annual increment is 5.06 *ha/an, situating Romania on fourth rank in Europea
countries, after Suisse, Austria, Czech Republid &hovakia. The mean annual
increment is 4.09 ffan/ha, if including the first age class, and 5t@7an/ha if not
included.

The forest contribution to the GDP (sylvicultureggiing and primary wood processing
industries) accounts constantly the latest tensyéar 2.4% in production and 2% as
gross value added. Timber industries, includingpiture, represented during the latest
ten years 5.6% of the manufacturing industry inmteof production, despite of

decreasing wood removals volume, and 12% in terengfloyees. The total number of
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employees in forest sector represented in 2001 B#atonal labour force, furniture
included.

The share of forest available for wood supply madt 90%, according to the public
regulation on forest functions. The national repsrecified between 7 to 11% of forest
affected by restrictions in harvesting for protestpurposes, while on the global maps
(TBFRA 2000), it appears that this percent is atiy.

Table 20. The forest area with protective functions

Forest with special protective functions 53.3% ofotal
forest area
Waters regime 16.6%
Terrain and soil sensitivity 22.6%
Protection of the environment factors 2.8%
Protection of genetic resources 5.2%
Recreation forests 6.1%

Source: National Forest Administration, www.roailp

The main restriction on harvesting comes from tbeesasibility of forest stands. The
density of forest roads is 6.1 m/ha, which situdResnania among the latest ranked
European countries (Germany: 45 m/ha, Switzerldddn/ha, France: 26 m/ha). Thus,
only 65% of Romanian forests are economically audhnically accessible. There are
2.2 million ha of forests where the harvesting @ possible because of lack of forest
roads.

The share of species on forest area is 31% bed®, @niferous, 18% oak, 16%
various hard wood species and 5% various soft vepedies. Because of availability of
wood supply, more precise information of speciastrdoution to the forest economy is
provided by the pictures on harvested volumes @ at).

Table 21. Harvested wood volume (1009-agross volume)
1996 1997 1998 1999 2000 2001 2002

Total harvested 14803 14509 12642 13718 14285 13410 13039
coniferous 5751 5836 5195 5564 5346 4915 4983
beech 4266 4263 3635 4115 4509 4260 3786
oak 1658 1489 1276 1358 1333 1288 1295

Other hard wood 1876 1757 1491 1588 1731 1673 1582

Other soft wood 1252 1164 1045 1093 1366 1274 1390

Source: National Forest Administration, www.rosihga National Statistical Accounts

The reforestation of forest land according to the$t management planning concerned
18.5 thousand ha (0.31% of forest area) in 2003.
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Table 22. Afforestations and reforestation (ha)
1996 1997 1998 1999 2000 2001

Total 12,727 10,641 10,607 11,863 12,701 13,539
Plantations 12,559 10,479 10,542 11,820 12,640 13,465
coniferous trees 4184 3,736 4112 4931 5,849 6,570
broad-leaved trees 8,375 6,743 6,430 6,889 6,791 6,895
Direct sowings 168 162 65 43 61 74
coniferous trees 12 54 15 8 16 2
broad-leaved trees 156 108 50 35 45 72

Source: National Forest Administration, www.rosihea National Statistical Accounts

The activity of afforestation (respectively, theaolge of land from other categories to a
forest land by plantation) is very weak. In 2008¢ tNational Forest administration
afforestated 1400 ha which have been transferréddsasim from the Agency of Public
Domain. The National Forest Administration startad afforestation programme for
marginal agricultural lands within Prototype CarbBund framework, managed by
World Bank. The object is to afforestate 6033 hexstd0.04% of total agricultural land)
within 15 years.

5.3. Forest ownership

The forest ownership structure has changed fromtloing public, one third communal
and institution’ properties and one third privaefdse the second war to 100% public
during the communist period. After 1990, the resitih process started and the ratio
between public and private was 95 to 5% from 1993000. The second restitution law
brings the ownership on forest land at 70% Stat&% lcommunes, 8% forest
communities, 1% different institutions (churched)y@ls), and 8% private individuals.
There are no industrial owned forests in Romanialy Qalf of the forests hold by
individuals are more than one hectare (average Ha%6The maximum size of private
forests is 10 hectares.

Table 23. The ownership structure

Year Total State Communes Private
ha % ha % ha %
2000 6,366,700 5,873,300 92.2 137,700 2.2 355,700 5.6
2001 6,366,700 5,483,500 86.1 384,000 6.0 499,200 7.9
2002 6,373,500 4,694,900 73.7 702,500 11.0 976,100 15.3
2003 6,384,700 4,443,700 69.6 1,941,000 (30.4%)

Source: National Forest Administration, www.rosihea

The share of ownership will not change significanth the next years, as far the

restitution process nears it end. In 1990 all foessate was public ownership. The first
restitution law reduced the public ownership by .d85housand ha (5.6% of the national
forest estate) and the second restitution law teares] other 1,583.6 thousand ha to the
other entities. Now the State ownership represg#®is% of the forest estate (Table 23).
Private forest includes individuals, institutioramd forest communities. The forests
holds by communes are in public ownership form.

The right to collect NWFP for recreation or selfiasamption purposes is “every man’s
right”, except the game. The law does not regulatenally the issue of public access.
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Thus, the picking of berries, medicinal plants atider forest products, as well as the
picking of dead timber for fuelwood are populastbrical customs. Nevertheless, the
picking is regulated by the National Forest Admiiragon, which can limit the quantity
collected per day per individual. The NFA can atseate a concession on NWFP for
private contractors. The collecting of NWFP frorheat forests than those managed by
the NFA is regulated only when collecting is of aoarcial purpose.

The ownership clarification will bring a positiveput to the whole forest sector in the
next years. It is assumed already that the appearam the market of the timber from

communes and forest communities will improve theatwrence and will stimulate the

creativity and innovation among timber producerke Bize of ownership of private

individuals is a limiting factor for small-scaleréstry and for enterprise development in
rural area.

There is also a need to clarify the rights on noeodvforest products. The NFA has now
monopolistic position on NWFP collecting and praieg. The prices for NWFP, when
established on central and top-down way, risk dbraflect the real market value of
NWFP, and to be a hampering factor for future gevaitiative in this field.

5.4. Main problems and research questions in foresesources and ownership for
enterprise development in the forest sector

A first impediment for forest industries developrm&mas the continuously reduction of
volumes of timber available for industry (Figure) Bnd the uncertainty related with the
quantities annually supplied.

A second impediment is represented by the ruleseltihg timber as settled out by the
Government. The concessions are short time runfoing year). Only recently the long

term contracts have been introduced, based onddee that the large companies with
harvest and timber processing activities would gareéhe long term contracts, which
allow them to better investment strategy. On theeohand, the rules themselves for
contracting and harvesting changed several timengluthe last five years. That

introduced uncertainty on raw material procurem@nhird impediment is represented
by the low accessibility level of forest resourd@ée situation of forest roads implies
high cost in harvesting.

Finally, the timber sellers pay little attentionttee demand. For example, the selling of
timber is based on poor timber shortage systemmd-iwith particular demand on
roundwood quality rarely have the possibility toybuon the auction. Starting with the
year 2000, the National Forest Administration oigad auction for high quality logs to
address this demand.

Moreover, the legislative framework is rather netrpissive to the intensive utilisation

of forest resource, e.g. harvesting of timber atelo ages, for pulp purposes is
restricted, as well as the use of forest for thensive production of wild berries, etc.
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Figure 17. The repartition of harvested volumesd#tggory of forest user

Main problems of enterprise development in thedbsector:

e ownership related: clarification of forest ownepshassociation of private forest
owners to realise scale economies; clarification rofes and procedures of
management of private forests;

* market related: the enterprises from forest senswd better knowledge on the
demand, particularly on the internal demand; mamgetmanagement of human
resources, and innovation should be improved totmnte® demand. There is a
stringent need to meet/organise/enhance the defoandcreational activities and
for NWFP;

* public regulation related: the system of annuavadlble cut approval determined
the latest years delays on harvesting activitiet {im 2004); a second effect is to
increase the uncertainty, because introduces newestfaisers and reduces the
guantity of timber available for industrial purpesdhe rules for timber selling
procedures are not adapted to the diversity of dsing firms; there is a lot of
bureaucracy in keeping records about the firmstslelser the NFA,

* raw material procurement related: there is aniaidlf“scarcity” of timber resources
in the country. Better timber shortage, more pasime oriented contracts and
flexibility on the terms of contracts for harvestirshould allow the interested
contractors to build investment strategy and to rowp the timber products
utilisation.
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